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TAGS: EWTD, EFIN CH 

SUB J : PRC TRADE IN 1976: REVISED ESTIMATES 

REF: A) 76 HONG KONG 12811 B) PEKING 506 (NOTAL) 

SUMMARY: REVISED ESTIMATES OF PRC TRADE WITH NON-COMMUNIST 
COUNTRIES IN 1976 INDICATE A TRADE ACCOUNT SURPLUS OF $696 
MILLION. DESPITE THIS. THE OUTLOOK IS FOR CONTINUED FOREIGN 
EXCHANGE STRINGENCY AS EXPORTS FAIL TO RECOVER AS QUICKLY 
AS IMPORTS. END SUMMARY. 

1 . ESTIMATED 1976 PRC TRADE 
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OUR REVISED ESTIMATES FOR PROC-NON-COMMUNIST COUNTRY TRADE 
IN 1976, WITH COMPARISONS FOR 1975 AND 74, ARE AS FOLLOWS: 

(US$ MILLIONS) 

PRC EXPORTS F.O.B. PRC IMPORTS, C.I.F. TOTAL TRADE BALANCE 


1976 

5,660 

4964 

10,624 

696 

1975 

5,565 

6,400 

11,965 

-835 

1974 

5,140 

6,375 

11,515 

-1230 
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PERCENTAGE CHANGE: 

1976/65 PLUS 2 -22 -11 

1975/74 PLUS 8 PLUS .04 PLUS 4 

2. THE ABOVE ESTIMATES ARE BASED ON 10-12 MONTH STATISTICS 
FOR 21 JAOR TRADING PARTNERS WHICH ABSORBED 67 PERCENT OF 
PRC EXPORTS AND SUPPLIED 73 PERCENT OF PRC IMPORTS IN 1975. 

THIRD-WORLD COUNTRY TRADE HAS BEEN ESTIMATED ON THE BASIS OF 
1975 RATIOS, ASSUMING NO CHANGE IN THESE IN 1976. THE SHIFT 
FROM THE SIZABLE DEFICIT ESTIMATED LAST OCTOBER (REF A) TO 

A LARGE ($696 MILLION) SURPLUS IS THE RESULT OF AN UNFORESEEN 
AND PRICIPITOUS DROP IN PRC IMPORTS IN UHE LAST 4-6 MONTHS 
OF 1976. BY CONTRAST, PRC EXPORTS DID SLIGHTLY BETTER THAN 
EXPECTED IN LIGHT OF MID-YEAR TRENDS. 

3. THE 22 PERCENT DROP IN IMPORTS IS THE MOST SIGNIFICANT 
ASPECT OF CHINA'S TRADE IN 1976. ALL OF THE PRC'S MAJOR 
PARTNERS, WITH THE SOLE EXCEPTION OF WEST GERMANY, WITNESSED 
DECLINES OR STAGNATION IN THEIR EXPORTS TO CHINA. IMPORT 

AND EXPORT FIGURES FOR THE TOP TEN TRADING PARTNERS, WITH 
COMPARATIVE FIGURES FOR 1975 IN PARENTHESES, ARE AS FOLLOWS 
(THESE COUNTRY FIGURES MAKE NO ADJUSTMENT FOR SHIPPING COSTS, 

THUS PRESENTING PRC EXPORTS CIF AND IMPORTS FOB): 

(US$ MILLIONS) 

PRC PRC 

EXPORTS CIF IMPORTS FOB TOTAL TRADE BALANCE 
JAPAN 1,371 (1,453) 1,669(2,260) 3,040 -298 

(3,713) (-807) 

HONGKONG 1,094(1,033) 5 (5) 1,099 1,089 
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(1,039) (1,028) 

WEST GERMANY 271 (195) 623(525) 894 -351 

(720) (-330) 

FRANCE 109(151) 285 (375) 394 -176 

(526) (-224) 

AUSTRALIA 104(85) 266(325) 370 -162 

(410) (-240) 

UNITED STATE 201 (160) 135 (300) 336 66 

(460) (-140) 

SINGAPORE 270(275) 40(40) 310 230 

(315) (235) 

CANADA 87(55) 212(375) 299 #$ -125 

(430) (235) 

ITALY 147(112) 139(145) 286 8 

(257) (-33) 

U.K. 157 (112) 123 (180) 280 34 

(292) (-68) 

THESE CY 1976 TOTAL FIGURE ARE OFFICIAL YEAR-END FIGURES FOR 
THE U.S., JAPAN, WEST GERMANY, HONG KONG AUSTRILIA AND THE 
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U.K. PROJECTIONS FROM 1 1 MONTH FIGURE FOR FRANCE, SINGAPORE 
AND CANADA AND FROM 10 MONTH FIGURES FOR ITALY. 

4. THE DECLINING TREND IN TRADE, PARTICULARLY FOR IMPORTS, 
EVIDENCE IN THE THIRD AND FOURTH QUARTERS OF 1976 IS LIKELY 
TO BE ARRESTED AND PERHAPS REVERSED IN THE FIRST HALF OF 
1977. THE PRC IS SCHEDULED TO TAKE DELIVERY OF APPROXIMATELY 
2 MILLION METRIC TONS (MMT) OF STEEL FROM JAPAN, OVER 1 MMT 
OF FERTILIZER, AS WELL AS PERHAPS 2.5 MMT OF WHEAT AND 
ADDITIONAL AGRICULTURAL COMMODITIES DURING THE PERIOD.PRC 
EXPORTS ARE UNLIKELY TO RECOVER WITH SUCH ALACRITY. AND THIS 
FACT MAY GO FAR TOWARD EXPLAINING RECENT PRC GOLD SALES IN 
THE LONDON MARKET. 

5. EVIDENCE THAT THE PRC CONTINUES TO LABOR UNDER FOREIGN 
EXCHANGE STRINGENCY, COMBINED WITH OUR ESTIMATE OF SUBSTANTIAL 
TRADE SURPLUS LAST YEAR, SUGGESTS ALSO THAT DEMANDS ON PRC 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 04 HONG K 03155 210834Z 

FOREIGN EXCHANGE WERE HIGHER LAST YEAR THAN ESTIMATED IN 
REF A. IN PARTICULAR, IT IS LIKELY THAT DEFERRED PAYMENTS 
AND INTEREST CHARGES WERE HIGHER, PERHAPS EVEN MORE THAN 
DOUBLE, THE $200 MILLION ESTIMATED. ALSO OUR ESTIMATE OF 
$100 MILLION FOR NET FREIGHT CHARGES WAS PROBABLY FAR BELOW 
ACTUAL CHARGES WHICH WE WOULD CURRENTLY ESTIMATE AT $210 
MILLION. 

6. REF (B) REPORTS THAT EC MEMBER EMBASSIES IN PEKING ARE 
ESTIMATING A PRC CURRENT ACCOUNT SURPLUS OF $100 MILLION 
IN 1976. OUR PRESENT FEELING IS THAT THIS IS MUCH TOO LOW; 

BUT WE CANNOT OFFER DEFINITE JUDGMENTS WITHOUT FIRST SEEING 
THEIR DATA AND METHODOLOGY. 

CROSS 
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